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SUBJECT: HONG KONG SPINNING MILL CLOSURE 

1 . HONG KONG'S FOURTH LARGEST SPINNING AND WEAVING MILL (56,000 
SPINDLES, 320 LOOMS), "HONG KONG SPINNERS LTD." (HKSL), CLOSED 
DOWN IN MID- JULY, DISPLACING 1400 WORKERS AND SENDING MOMENTARY 
JITTERS THROUGH HONG KONG'S TEXTILE INDUSTRY. ACCORDING TO HKSL 
MANAGEMENT, THE COMPANY PLANS TO SELL THE PLANT'S LANDSITE FOR 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 HONG K 1 089 1 111 006Z 

RESIDENTIAL/COMMERCIAL DEVELOPMENT AND TO RELOCATE ITS SPINNING 
OPERATIONS IN SRI LANDA OR POSSIBLY INDONESIA. THE DISCHARGED 
WORKERS HAVE SINCE SETTLED ON SEVERANCE PAY TERMS AND MANY 
HAVE FOUND NEW EMPLOYMENT IN INDUSTRIES SUFFERING FROM HONG KONG'S 
CURRENT LABOR SHORTAGE. 

2. LOCAL MEDIA REPORTS SAW THE HKSL CLOUSRE AS PRESAGING 
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GREATER DIFFICULTIES FOR HONG KONG'S SPINNING AND WEAVING 
INDUSTRY. WHILE THAT END OF THE TEXTILE INDUSTRY HAS BEEN 
TROUBLED BY DMINISHED EXPORT EARNINGS IN RECENT YEARS 
(GARMENTS HAVING BECOME THE LEADING TEXTILE EXPORT) AND IS 
THE SEGMENT HARDEST HIT BY BILATERAL TEXTILE RESTRAINT 
AGREEMENTS, MOST NOTABLY THE ONE WITH THE EEC. HONG KONG'S 
SOARING REAL ESTATE MARKET APPEARS EQUALLY TO BLAME. AN 
INDUSTRIAL SITE APPROVED FOR RESIDENTIAL/COMMERCIAL USE 
WAS RECENTLY SOLD FOR US$40 MILLION PER ACRE WHILE A PRIME 
CENTRAL BUSINESS PROPERTY WENT FOR US$130 MILLION PER ACRE. 
ANOTHER EXAMPLE: HONG KONG'S LARGEST OFFICE BUILDING - THE 
50 - STOREY CONNAUGHT CENTRE - IS SAID TO HAVE PAID FOR ITSELF 
IN UNDER SEVEN YEARS. SUCH BOOMING REAL ESTATE VALUES HAVE 
TEMPTED SEVERAL MAJOR SPINNERS (AND OTHERS) TO CONSIDER SELLING OR 
SWITCHING THEIR LAND SITES TO MORE PROFITABLE USE. ANOTHER 
LARGE MILL, OVERSEAS WEAVING LTD. CLOSED DOWN ABOUT TWO YEARS 
AGO AND SOUTHSEA ISLAND TEXTILE MANUFACTURING COMPANY RECENTLY 
SOLD OFF A TRACT OF LAND IT WAS NOT USING. 

3. IN CONGEN'S VIEW, HSKL'S SHUTDOWN DOES NOT SOUND THE 
DEATH-KNELL OF HONG KONG SPINNING AND WEAVING, BUT IT DOES 
REFLECT A RETRENCHEMENT N THE INDUSTRY. ONCE HONG KONG'S 
PRINCIPLA TEXTILE EXPORTS, YARNS AND FABRICS NOW ACCOUNT 
FOR ONLY 12 PERCENT OF THE TERRITORY'S EARNINGS FROM 
TEXTILES, AND MANY HONG KONG MILLS NOW SELL 70 PERCENT 

OF THEIR OUTPUT IN HONG KONG ITSELF. WITH THEIR RELATIVELY 
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SMALL MILLS, 31,000 SPINDLES AND 380 LOOMS BEING THE 
AVERAGE SIZE, HONG KONG SPINNERS DO NOT BENEFIT FROM THE 
ECONOMIES OF SCALE OFTEN ENJOYED BY THEIR COMPETITORS IN 
OTHER COUNTRIES. THESE TRENDS COUPLED WITH HIGH LAND VALUES 
HARDLY ENCOURAGE SPINNERS TO ENLARGE THEIR CURRENT OPERATIONS. 
EVEN THE BEST-CAPITALIZED AND MORE EFFICIENT MILLS HAVE NOT 
INCREASED THEIR CAPACITY IN THE LAST THREE YEARS, WHILE 
THE AGGREGATE INDUSTRY CAPCITY HAS SLIPPED SLIGHTLY FROM 
THE PEAK 900,000 SPINDLES INSTALLED AS OF DECEMBER 1976. 

THE LARGER MILLS STILL REPLACE EQUIPMENT REGULARLY, BUT THIS 
IS MANILY TO REPLACE OLDER SPINDLES AND LOOMS SENT TO 
SOUTHEAST ASIAN SUBSIDIARIES. 

4. MORE GENERALLY, THE REAL ESTATE BOOM IS BEGINNING TO 
CAUSE SOME CONCERN HERE BOTH FOR ITS DIMENSIONS (STIRRING 
MEMORIES OF THE DIFFICULT TIMES THAT FOLLOWED THE 

LAST ONE) AND FOR THE VALUABLE LAND IT IS DRAWING AWAY FROM THE 
ECONOMY'S ALREADY LIMITED INDUSTRIAL BASE. THE LATTER 
ADDS URGENCY TO THE HKG PROGRAM FOR ENCOURAGING AND FOSTERING 
INDUSTRIAL DIVERSIFICATION TO NEW AND MORE PROFITABLE 
MANUFACTRUING ENTERPRISE. 

SHOESMITH 
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